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CHAPTER 7
FORECASTI NG OF CONSTRUCTI ON PLACEMENT

7-1. GENERAL.

a. Forecasting of construction placenment is a critical and
hi ghly subjective aspect of construction fiscal nanagenent.
Forecasting is a joint effort that involves Prograns and Project
Managerent, Engineering Division, Construction Division and field
of fices. Accurate forecasting of placenent and nonitoring of
actual placenent throughout the budget year are critical parts of
the preparation and managenment of an operating budget. Construc-
tion placenent is the accrued value of work performed, and is
recorded in the Corps accounting system It is the responsibility
of the Chief of Construction and his construction managers to
ensure that the correct cost codes and accounting deadlines are net
to record accurate placenment values in the accounting system

b. Forecasting placenent is both art and science; therefore,
a rigid standardi zed procedure is not inposed Corps-w de. However,
the use of the AMPRS Wrk Placenent Estimate Report in EP 415-345-3
(Standard Report 114-P5-046) is encouraged. A general nmethodol ogy
is provided which can be adjusted for local conditions, and is
appl i cabl e Corps-wi de. This chapter discusses such a methodol ogy
and the factors which should be considered when forecasting
construction placenment. Performance indicators and reporting
requi rements are also addressed. Mjor Subordinate Commands (MSC)
and districts should, as far as is consistent with good busi ness
j udgenent, standardi ze procedures within their organizations and
publish witten guidance. Accurate forecasting of placenment is
dependent upon each functional elenent providing the required
information on estinmated contract anounts and schedul ed award dates
to the Construction Division in a tinely manner.

7-2. Steps for Placenent Forecasting. Pl acenent forecasting
shoul d generally foll ow these steps:

a. Based on information furnished by Prograns and Project
Managenent, and Engi neering Division, Construction D vision shal
prepare a prelimnary schedule which includes all contracts which
are expected to earn income on placenent during the budget period.
The list should include contracts which are "in design" (i.e., new
starts) and those which are under construction (i.e., carry over).

b. The prelimnary schedule prepared by Construction
Di vision should be transmtted to the various subordinate offices
(field offices) which will manage the construction. Each field
of fice should nodify the prelimnary schedule to reflect
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applicable field conditions and prepare an estinmate of placenent
for the work they will manage. The nodified schedul e and pl acenent
estimates should then be returned to the Construction Division.

c. Construction Division shall then prepare an
organi zati on-w de placenent forecast by conpiling placenent
forecasts for all field offices. Field offices should have an
opportunity to comment on any changes that are made to their
pl acenent forecasts.

d. After contract award, projections should be adjusted to
refl ect the contractor’s progress schedul e.

7-3. Estimation of Placenent. The placenent forecast for each
contract should be estimated individually, considering all known
factors which may inpact placenent. A conservative approach should
be taken when estimating placenent, since the preponderance
unknown factors affecting construction will reduce rather than

i ncrease placenment. The following factors should be considered

when estimating placenent:

a. Survivability rate

(1) The probability of a project actually being constructed
varies with the stage the project is in at the tine the forecast is
prepared. Contracts which are in the early stages of planning
generally have a lower probability of being constructed, while
t hose which have been funded have a higher probability. Historical
experience should be used to evaluate this factor. The prograns
managenment office at HQUSACE and the custonmer should be consulted
to help determne survivability.

(2) The survivability rate is normally accounted for by
utilizing a reduced estimate of contract anmount for the basis of
the placenent forecast. Factors from 100 to 20 percent of the
Current Working Estimate (CWE) or Progranmed Anount (PA) are
typically used. The |ower percentages are generally utilized to
forecast placenent for other than the current execution year

b. Contract anount. The estimate of the value of
construction to be performed generally beconmes nore accurate as the
contract nears commencenent of construction. The anmount for
awarded contracts is established; however, clains and nodifications
can inpact these ampbunts. Factors should be applied to the CAE or
PA to obtain a contract anount to utilize for forecasting
pl acenment. Typical values are 50 to 75 percent of the CWE PA for
unawar ded contracts, and the contract anount plus contingencies for
awarded contracts. The |esser of the CAE or PA should be used.
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c. Construction duration. The period over which construction
earnings will be accrued is alnost always |longer than is estimted

at any particular stage in the life cycle of a project. Hi storica
time gromh trends should be determ ned, and adjustnents nade
accordingly, to the schedul ed construction duration. Placenent is
then distributed over the duration utilizing the sine-squared,

I inear, or Hannum earnings curves. For ongoing contracts which
have a history of earnings, the adjustnments to the construction
duration should be based on actual performance. Typical duration
adj ustnents for unawarded contracts are 40 percent increase for
contracts with durations |less than one year, 30 percent increase
for contracts with durations of one to two years and 20 percent
increase for contracts with durations over two years.

d. Construction start date. The date on which actual
construction started, or will start, can have a significant inpact
on anticipated placenent. Two major factors, the season of the
year and the budget cycle, should be considered when eval uating the
date work starts. Extrene seasonal weather conditions wll
generally reduce placenent. Oten award dates are slipped so that
the anticipated "start work" date is shifted into another season,
which may result in reduced earnings. Holidays such as Christnmas
and New Year also reduce placenent. The tine within the budget
cycle that a contract is scheduled to begin earning placenent is
critical, since those scheduled for the beginning of the cycle have
a higher probability of producing earnings wthin the Fiscal Year
(FY) than those scheduled to begin work in the fourth quarter.
Contracts scheduled for award in the fourth quarter may be del ayed

until the next FY.

e. Contract clauses. Causes requiring |large paynents for
items such as nobilization, off-site fabrication, site preparation
and |arge equi pnent costs may distort normal earnings’ curves.

f. Bottom line adjustnent. The uncertainties associated
with forecasting placenent for a particular contract are nany, and
the actual placenent can and often does vary wdely fromthat
forecast. These wide variations tend to balance out when the
i ndi vidual contracts from the various prograns are conbined into
the district-wide placenent forecast. This forecast should be
evaluated in light of previous experience in the district. If
experience indicates that the nmethods used produce high or |ow
results which can not be traced to a single factor, an adjustnent
shoul d be made to the final result.
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7-4. Update of Placenment Schedules. Actual placenent is to be
conpared nonthly to forecast placenent and necessary steps taken to
mai ntain or revise the budget. Schedules are to updated at

| east once per quarter and provided to the MsSCs. Oiginal and

m d-year placenent schedules by district by program are required by
HQUSACE (CEMP-CM and CECWQOC). Experience denonstrates that
slippages are often not recovered, so imedi ate cost-cutting
actions are normally required whenever a slippage occurs.

7-5. AVPRS & PROM S Reporting.

a. As a mninmum all projects expected to be awarded for
construction in the upcomng FY shall be entered into AVMPRS by
1 August (2 nonths prior to the start of the FY), with a CAE (data
item 0850), Current Contract Award Date (0340) and Construction
Cal endar Days Oiginal (0430) input in accordance with the above
guidelines. A report is available via tel ephone access that
di spl ays construction work placenent for the current and next
fiscal years.

b. The fielding of PROMS starts in FY 94. As districts
convert fromthe use of AMPRS to PROM S, use the appropriate
reports and gui dance provided by ER 5-7-1 (FR) and suppl enent al
information to be issued during PROM S inpl enentati on.

7-6. Perf ormance |ndicators. HQUSACE will, on a quarterly basis,
report by MSC a conparison of forecast and actual placenent for
each program at the Command Managenent Revi ew Conference.

7-7. Statistical Analysis. It may be useful to apply statistical
nmet hods to anal yze forecast versus actual placenent, contract
duration, S&A costs/earnings, S&A man-years, etc., to help detect
common and special causes of variation. This can be done in
various ways, e.g., conparison of simlar types of work versus tine
to acconplish, size of contract versus tine to acconplish,
conparison by custoners, etc. Statistical nethods are generally
intended for situations involving quantifiable data, e.g., to
produce and analyze run, average and range charts. However, even
in cases with limted or poorly defined data, such as construction
projects, these applications nay prove useful.
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